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SUBJECT: BOOST FORGOVERNMENT HOPES FOR STAGE THREE 

SUMMARY: GOVERNMENT HOPES OF SUCCESSFULLY NEGOTIATING 
A THIRD STAGE OF INCOMES POLICY WITH THE TUC WERE EN- 
COURAGED YESTERDAY (JUNE L) BY THE SUPPORT OF TWO UNION 
CONFERENCES. THE GENERAL AND MUNICIPAL WORKERS UNION 
(GMWU ) CARRIED AN EXECUTIVE MOTION SUPPORTING "AN 
ORDERLY RETURN TO FREE COLLECTIVE BARGAINING" BY AN 
UNEXPECTEDLY LARGE MAJORITY. MEANWHILE. THE IRON AND 
STEEL TRADES CONFEDERATION (ISTC) WAS PRODUCING MUCH 
THE SAME DECISION AT ITS OWN ANNUAL CONFERENCE. THESE 
LIFE-LINES COME AT A TIME WHEN THE GOVERNMENT IS BEING 
OPPOSED BY TWO UNIONS IN EVERY THREE THAT HAVE DEBATED 
THE ISSUE AT CONFERENCE. THE SUPPORT EXPRESSED IN 
YESTERDAY S VOTES IS ALSO QUALIFIED, AND THERE ARE A 
NUMBER OF SHIFTS IN THE EMPHASIS OF GOVERNMENT POLICY 
THAT THE UNIONS WISH TO SEE BEFORE A DEAL CAN BE 
AGREED. THE BROAD IMPLICATION OF THE VOTES IS THAT THE 
SETTLEMENT. IF IT COMES. IS UNLIKELY TO PRODUCE THE 10 
PERCENT LIMIT ON EARNINGS THE GOVERNMENT AT ONE STAGE 
WISHED TO SEE. END SUMMARY. 
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1 . THE GMWU, BRITAIN'S THIRD LARGEST TRADE UNION. 

YESTERDAY PLEDGED ITS CONTINUED SUPPORT FOR THE SOCIAL 
CONTRACT IN AN O VERWHLEMIN G VOTE ADVOCATING "AN ORDERLY 
RETURN TO FREE COLLECTIVE BARGAINING." IN THE 
LANGUAGE OF THE PRESENT DEBATE WITHIN THE UNION MOVE- 
MENT, THIS GMWU DECISION MEANS THAT THE UNION.S VOTE 
AT CONGRESS THIS YEAR WILL BE BEHIND A NEGOTIATED 
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INCOMES POLICY. THE RESULT IS SOMETHING OF A PERSONAL 
TRIUMPH FOR GENERAL SECRETARY DAVID BASNETT WHO PLAYS A 
CENTRAL ROLE IN THE TUC'S NEGOTIATING COMMITTEE. HIS 
PERSONAL SUPPORT FOR CONTINUED WAGE RESTRAINT WAS WELL 
KNOWN, BUT IT HAD FOR SOME TIME BEEN UNCERTAIN WHETHER 
THIS WOULD BE SUFFICIENT TO OUTWEIGH THE OPPOSITION EX- 
PRESSED IN SOME OF THE GMWU REGIONAL OFFICES. BASNETT 
SWUNG THE FLOATING VOTERS INTO LINE YESTERDAY WITH A 
SPEECH THAT OUTLINED BOTH THE COST OF A FAILURE TO AGREE 
ON PAY POLICY, AND THE PRICE THE GOVERNMENT WOULD HAVE 
TO PAY FOR TRADE UNION SUPPORT IN ITS FIGHT TO STAY IN 
OFFICE. 

2. THOUGH THE MOTION COMMITTED BASNETT TO NO PARTICULAR 
FIGURES, HE WAS CAREFUL TO ARTICULATE GOVERNMENT AC- 
TIONS THAT WOULD MAKE AN AGREEMENT POSSIBLE. HE RE- 
FERRED TO THE NEED FOR AN EXTENSION OF PRICE CONTROLS, 
ADDITIONAL ACTION ON UNEMPLOYMENT, REVERSAL OF SOME 
REDUCTIONS IN PUBLIC EXPENDITURE AND A REVISED TARGET 
FOR MINIMUM WAGE LEVELS. THE TERMS OF THE PAY DEAL 
ITSELF WERE LEFT SUFFICIENTLY UNCLEAR TO GIVE THE TUC 
SCOPE FOR FLEXIBILITY IN ITS NEGOTIATIONS WITH GOVERN- 
MENT. HIS LIST OF REQUIREMENTS INCLUDED CONSOLIDATION 
OF SOME OR ALL OF THE STAGE I AND II INCREASES INTO 
BASIC RATES, THE RESTORATION OF DIFFERENTIALS AND, MOST 
SIGNIFICANTLY, THE PROTECTION OF THE REAL VALUE OF 
WAGES. IN THE UNLIKELY EVENT OF MR. BASNETT FINDING 
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SATISFACTION ON ALL THESE FRONTS, IT SEEMS THAT THE 
10 PERCENT CEILING ON EARNINGS INCREASES THAT THE 
CHANCELLOR FAVORS WOULD BE IMPOSSIBLE, THOUGH. AS THE 
FINANCIAL TIMES OF JUNE 2 SUGGESTS, MR. HEALEY 
"RECOGNIZES THAT 10 PERCENT MAY NOT BE POSSIBLE." 

3. THE ISTC ALSO GAVE OVERWHELMING, IF QUALIFIED, 

SUPPORT TO THE GOVERNMENT YESTERDAY WHEN ITS ANNUAL 
CONFERENCE AGREED TO THE NEGOTIATION OF A THIRD STAGE 
OF A PAY POLICY THAT PROVIDED SUFFICIENT FLEXIBILITY 

TO ALLOW FOR PRODUCTIVITY DEALS AND THE REMOVAL OF 
ANOMALIES. WHILE THE SUPPORT OF THIS UNION OF 105,000 
MEMBERS IS NOT AS IMPORTANT TO THE GOVERNMENT AS THE 
GMWU RESULT, IT DOES HAVE CONSIDERABLE SIGNIFICANCE. 

THE ISTC HAS MEMBERS IN BOTH THE PUBLICLY AND PRIVATELY 
OWNED SECTORS OF THE STEEL INDUSTRY AND YESTERDAY'S RE- 
SULT REPRESENTS SOMETHING OF A VICTORY FOR THE WEAKER 
PRIVATE SECTOR WORKERS WHO WERE MORE CONSCIOUS OF THE 
THREAT OF UNEMPLOYMENT THAT WOULD FOLLOW A WAGE EX- 
PLOSION. THE STEEL INDUSTRY IS ALSO FACED WITH 
CRIPPLING PRODUCTIVITY PROBLEMS; THE UNION S INSISTENCE 
ON PRODUCTIVITY AGREEMENTS IN THE NEW DEAL SUGGEST 
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THAT SOME MOVES TO ALLEVIATE THESE PROBLEMS MAY BE 
POSSIBLE IN THE COMING MONTHS. 

4. COMMENT: THESE TWO RESULTS MEAN THAT THE VOTING 
STRENGTH WITHIN THE TUC AT THE MOMENT IS BALANCED WITH 
2.4 MILLION VOTES IN FAVOR OF A DEAL AND 2.8 MILLION 
AGAINST. THE FINAL OUTCOME OF THE OVERALL VOTE WILL NOT 
BE KNOWN UNTIL THE MINERS, THE TRANSPORT WORKERS AND 
THE LOCAL AUTHORITY EMPLOYEES HAVE HELD THEIR CON- 
FERENCES. THE CRUCIAL VOTE WILL BE THAT OF THE TRANS. 
PORT WORKERS WHO, AS THE COUNTRY'S LARGEST UNION. 

CARRY THE MAJOR BLOCK VOTE AT CONGRESS. 

BREWSTER 
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